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ED  STATES  DEPARTMEOT  OF  AGRICTJXTUHE 
Bureau  of  Agricultural  Economicsr^-  " 
Wasljirigton  'V 


THS    COTTOIT    S  I"'^^  i  T^i'qJ[o8 


emlDer  28,  193S 


Sui|mary 

Dovnaward  revisions  of  the  estima.tes  of  "both  domestic  and  foreign  production 
Ing  the  past  month  reduced  the  indicated  19^3-39  total  world  supply  of  commer- 
cotton  l)y  UoOjOOO  "bales,  or  less  than  1  percent.    The  indicated  world  supply 
still  the  largest  in  history,  reports  the  Bureau  of  Agricultural  Economics, 
ough  only  sli^:;htly  ahove  that  of  last  season.    In  addition  to  the  recent  re- 
duction in  the  indicated  total  supply,  the  supply  of  cotton  readily  availahle  in 
regular  marketing  channels  was  further  reduced  during  the  5  weeks  ended  Decemher 

by  an  increase  of  1,025,000  "bales  in  the  reported  stocks  of  cotton  pledged 
against  G-overnment  loans  in  this  country. 

Despite  the  reductions  in  cotton  supiolies,  domestic  prices  of  spot  cottpn 
j^the  first  part  of  Decemher  declined  to  the  lowest'  point  since  early  Octoher. 
On  Decem"ber  9  they  were  nearly  one-half  cent  "below  the  high  for  the  season  to 
date'  reached  on  Novem"ber  lU,    The  av'jrage  of  approximately  8-2/5  cents  for 

.dling  7/S  inch  in  the  10  designated  markets  in  the  first  23  days  of  Decemher, 
'ever,  was  somev/hat  higher  than  a  year  earlier. 

The  slight  weakness  in  domestic  cotton  prices  in  the  first  part  cf  DecemlDer 
ears  to  have  "been  due  to  develo-oments  with  respect  to  demand.    While  domestic 
Eill  consumption  in  Uovemher  was  nearly  one-fourth  larger  than  in  Novemher  1937 
jand  the  largest  with  one  exception  for  the  month  since  1928,. this  was  perhaps 
'about  in  line  with  expectations  "based  on  reports  in  iTovem"ber.     Sales  of  cotton 
f  textiles  "by  domestic  manufacturers .  during  Novom"ber  and  early  December  were 
probably  somewhat  less  than  output.    Trade  reT?orts  indicate  that  some  tj^pes  of 
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roaniifactiirers  arciunulated  considera'hle  stocks  of  unsold  g-oods  during  this  period 

V 

and  have  recently  reduced  activity  somewhat.    Nevertheless,  it  is  generally  ex- 

■jt  ■  ■ 

pected  that  domestic  mill  cons-umption  ;7ill  continue  at  a  rate  much  higher  than  a 

year  earlier  during  the  remainder  of  the  season. 

Demand  conditions  in  foreign  countries"  during  recent  weeks . pro cab ly  have 
"been  somev/hat  less  favorahle  than  had  previously  heen  anticipated.    In  general, 
manxTfacturers '  sales  of  cotton  goods  during  the  past  month  were  prooahly  "below 
the  restricted  output.    Cotton  mill  consumption  in  foreign  countries  in  N'ovem'ber 
and  early  December  prohahly  continued  at  a  rate  lower  than  a  year  earlier.     It  is 
quite  likely,  however,  that  consumption  was  not  so  much  "below  a  year  earlier  dur- 
ing this  period  as  during  the  first  quarter  of  the  season  when  mill  consumption 
is  estimated  to  have  "been  S  percent  less  than  in  the  first  quarter  of  the  1937-38 
season. 

Foreign  consumption  of  American  cotton  in  }Tovem"ber  continued  exception- 
ally'- low  "but  also  may  have  made  a  more  favora"ble  comparison  with -last  season 
than  in  the  3  preceding  months.    From  August  through  Octoher  foreign  mills  are 
estim,ated  to  have  consumed  nearly  one-fifth  less  American  cotton  than  the  com-.- 
paratively  small  quantity  consumed  in  the  first  3  months  of  the  1937-3^  season. 
Foreign  consumption  of  American  cotton  so  far  this  season  has  made  a  much  more 
favora"ble  showing  compared  with  a  year  earlier  than  have  exports,  which  through 
December  20  were  two-fifths  less  than  fmm  August  1  through  Decem"ber  20  last 
season. 

Despite  the  recent  downward  revision  in  the  estimated  193^-39  production 
of  American  and  foreign  cotton,  it  still  seems  likely  that  world  oroduction  will 
materially  exceed  the  193^-39  world  consumption.     This  socms  especially  likely 
in  the  case  of  American  cotton.    Consequently,  the  world  carry-over  of  American 
and,  in  turn,  all  cotton  on  Augast  1,  1939,  is  expected  to  "be  even  larg-3r  than 
the  record  high  carry-rver  on  August  1,  ■I933.' 


PRICES 

Fron  the  latter  iiart  of  Octo"ber  to  tho  end  of  1-Ioven'bor  the  daily  yvico  of 
Middling  7/S  inc'-i.  cotton  in  the  10  markets  ranged  'L)et\7oen  S.57  ^"^^  S.75  cents  per 
-ind,   'Ihiring  this  jjeriod  the.  change  in  trices  fron  day  to  day  uas  unusually  ar.all. 
December  2  and  3»  hovrever,  a  net  decline  of  2S  pcints  reduced  the  averrgo  -orice 
these  markets  to  S«33  cpntn.    This  ^rice  \7as  th.3  lowest  in  2  nonths  and  ^2 
ints  "belorr  the  high  for  the  season  to  date  reached  on  Novonher  lU.  From 
center  3  to  December  23,  the  average  price  in  these  rarkets  fluctuated  between 
8.30  and  8,5'->  cents.    In  DeceubGr  1937  t-^^e  average  price  in  these  markets  was  Sdb 
cents. 

During  the  past  few  weeks  tho  price  of  A-'erican  Middling  7/S  inch  at 
Liverpool  has  shown  a  very  marked  increase  relative  to  Egyptian  Uppers,  On 
Decenbor  16  the  orice  of  Egyptian  Uppers  averaged  only  llS  percent  of  the  price  of 

;  AEerican  Middling  7/8  inch  cotton,  whereas  in  September  the  ratio  averaged  128. 
The  10-year  average  ratio  is  about  113.    A:-erican  cotton  prices  in  Liverpool  have 

.  continued  relatively  high  in  relation  to  Indian  and  Brazilian  during  the  past  few 
•jeeks . 


Cotton,  spot  price  per  pound,  f5;.ecifiod  grovfths  at  Liverpool, 

■periodii 


specified 


-American    :  Indian 

:  E^^y-ptian 

Brazilian 

Season , 

:Av,  3  t;rpes  1/ 

;    F.G.F,  UTDpers 

Fair,  Sao  Paulo 

^  month 

:  Mi  d- 

Lo-.7  :                  a  per- 

:           :Ac  a.per- 

:As  a  per- 

■ 

.  dling 

Iviid-:           :ccntage  of 

:contage  of 

:centage  of 

P  day 

7/S 

dl ing : Ac tual :  Amor ican 

Ac  tual : Amer .  Mi d , 

Actual  :Amer  ,L'id, 

inch 

•            •            2/  ^ 

Certs    Cents    Cents      Porcent      Cents      porce-.t      Ccmts  Percent 


lO-yr.  1927-28 

•■  193^-37 

13,60 

10.83 

1936-37  ■ 

13.16 

11,07 

I937-3S 

10. 31 

S.7S 

So  02 

1935-39  . 

Aug, 

9*76 

7.3s 

Sept. 

S,29 

7.07 

Oct.  : 

10,25 

S„96 

7.22 

XOV ,  ; 

10,04 

S.8I 

7.28 

Dec.  2  . 

10,02 

Sc55 

7,06 

Dec.  9 

9.67 

3,21 

6,91 

Dec.  16  ' 

10. oU 

8.58 

7.1U 

73.3  17.12 


79«S 
S3»9 


Sl.O 

79.1 
75-0 

77  o3 
76,1 

77.3 

76.7 


I7i^0 
13,10 

12,30 
12,27 
13,03 
12,63 
12,28 

11.77 
11,89 


117,9 


119.0 
i?b,7 

126.0 
128,0 
127.1 
125,8 
122,6 
121,7 
11 3.  U 


1^,08 

1U.12 
10,18 

9  ^^6 

9r27 

9.7s 

9»"3 
9,53 
9,18 

9.55 


97  »7 

96.6 

93,7 

96,9 
9tf7 
95.3 
95.9 
9^.1 

9^.9 
95.1 


•piled  from  reports  of  the  Liverpool  Cotton  Association  except  for  the  last 
^-e.<  ^7hich  cpume  by  cable  o.nd  f/<om  the  December  I7  reDort  of  the  New  York 
■-n. on  Exchange.    Prices  were  reported  in  -)ence  and  were  converted  at  current 
-ate  of  exchange, 

J    Includes  Fully  Good  Broach,  Fine  Oomra  #1  and  Pally  Good  Sird. 
'J    Average  of  Americ-:ia  Middling  and  Low  Middling. 
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EXPORTS 


Exports  of  American  reaches  lorrest  level  in  t^o  decades 

Exports  of  ^Imericr.n  cotton  in  HovenlDer  totaled  Ugl,OCO  running  "bales  or 
percent  less  than  a,  year  earlier  and  Trere  the  smallest  for  the  month  since 
1919-20,  according  to  reports  of  the  Bureau  of  Eoreign  and  Domestic  Commerce,  For 
the  U  months  Augu.st  through  llovcmhcr  exports  totaled  1,535jOOO  "bales  and  vere 
900,000  "bales  or  37  percent  "below  those  of  the  corresponding  months  last  season. 
As  compared  with  the  j.O-year  average,  1927-3^ »  experts  during  the  first  ^  months 
of  the  current  season  showed  a  decline  of       percent,'  and  '.7cre  the  sm.allest  for 
the  period  in  21. years.    A.ccording  to  trade  reports,  exports  during  the  first  20 
days  of  Decemher  were  approximately  ^7  percent  helow  those  of  the  corresponding 
period  last  year.    From.  August  1  through  Decenher  20  exports  were  two-fifths  less 
than  in  the  corresponding  period  last  season. 

With  the  exception  of  Japan,  exports  to  most  of  the  important  foreign 
consumers  have  "been  much  smaller  than  during  the  same  period  last  sen-son  and 
greatly  helow  averc?„ge.    Exports  to  Japan  so  far  this  season-,  "nowevcr,  have  "been 
something  like  throe  and  one-half  times  as  large  as  the  exceptionally  small  ex- 
ports a  year  earlier.     The  favorahle  comparison  with  last  season  is  due  entirely 
to  the  fact  that  Japanese  takings  vrere  exceptionally  low  during  the  first  part  of 
the  1937^38  season  as  compared  v.dth  the  average  for  the  10  years  ended  193'^-37» 
Japan's  takings  during  the  first  h  months  of  the  current  season  showed  a  decline, 
as  compo-red  v.-ith  a  yea.r  earlier,  of  5I  percent. 

It  is  still  expected  that  United  States  experts  of  cotton  during  the  latter 
part  of  this  season  will  make  a  someviiat  more  favorahle  shovn-ng  in  comparison 
with  a  yea.r  earlier  than  has  heen  true  so  far  this  season. 

DEI^aiTD  AND  CONSmiPTIOIT 

UMTBD  STATES;     Domestic  consumption  now  rinning  well  ahove  last  year 

Domestic  mill  consumption  of  ra.v.'  cotton  totaled  59o,000  rijnning  hales  in 
ITovemher,  23  percent  larger  than  a  year  earlier  and  the  largest  with  the  excepti:' 
of  Hovemher  I936  since  1928.    The  total  of  2,235,000  hales  from  August  through 
ITovemher  \7as  slightly  larger  than  in  the  corresponding  period  last  year  and, 
with  the  exception  of  193^-1  the  largest  for  the  period  since  1929* 

According  to  t  ra.de  reports,  domestic  r.anuf acturers '  sales  of  cotton  goods 
have  apparently  run  helow  production  for  the  past  few  weeks.     Some  tj''pos  of  nills 
are  reported  as  having  accumulated  rather  large  unsold  stocks  and  to-hacve  reduceJ 
mill  activity  during  the  early  part  of  Decemher.     The  anjiua^l  rate  of  consumption 
during  the  first  h  months  of  the  current  sea.son  was  ahout  one-sixth  ahove  the 
5,7^3,000  hales  consumed  during  the  1937-3^  season,    'IThile  consumption  during 
the  remainder  of  fnc  season  prohahly  will  average  much  higher  relative  to  a  year 
earlier  than  during  the  first  k  months  of  the  season,  this  could  easily  occur 
and  yet  have  the  a?niua.l  rate  of  consumption  average  somewhat  lower  thcjn  during 
the  period  from  August  through  l^ovemhcr. 
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FOEEIGN  CCNSUIvlPTION;     Foreign  nills  less  active  than  last  season 

In  foreign  countries  generally,  cotton  nill  activity  in  Uovora'ber  and 
early  December  was  ^robalDly  sonerThat  lovirer  than  a  year  earlier.    But  it  is  quite 
possible  that  consumption  'vas  higher  relative  to  a  year  earlier  than  during  the 
first  quarter  of  the  season  T7hen  cotton  r-iill  consujnption  outside  the  United  States 
\jsls,  according  to  estinates  of  the  Ne^:';  York  Cotton  Exchange  Service,  8  percent 
less  than  in  the  first  3  nonths  of  1937-3^»    Reports' from  foreign  nill  centers 
indicate  that,  on  the  whole,  nanvifacturors '  sales  of  cotton  goods  in  the  past 
nonth  -vere  probably  below  the  restricted  production.    Nevertheless,  it  is  ex- 
pected that  nill  consumption  during  the  latter  part  of  the  season  will  average 
higher  relative  to  a  year  earlier  than  during  the  first  part  of  the  season. 
This  would  be  true  if  the  nonthly  rate  established. during  the  first  quarter  of 
the  season  were  naintained.     Such  a  rate  would,  however,  result  in  a  snaller 
total  for  the  season  than  was  consumed  last  season,    Toreign  nill  consunpti on  of 
Anerican  cotton  fron  August  througli  October  this  season  was  269,000  bales  or  19 
percent  less  than  in  the  first  quarter  of  last  season. 

EUROPE ;  1./    Cotton  nill  -ctivity  continues  at  grea.tly  restricted  level 

Developments  in  the  European  cotton  demand  situation  during  November  were, 
in  general ,  not  very  encouraging.    Political  uncertainties  in  various  qua.rtcrs 
continued  to  inspire  caution  and  the  in^irovensnt  in  the  textile  trades  which 
seened  to  be  ijHider  way  in  October,  notabl3/  in  England  and  France,  was  hardly 
naintained.    In  early  December,  hov/ever,  improvement  in  France  was  again  reported. 
In  general,  it  appears  .that  in  the  countries  where  exchange  remains  free,  the 
price  sit^iation  and  the  difficulty  of  obtaining  war  risk  insurance  on  warehoused 
cotton  contributed  to  bring  about  reduced  imports  of  rav;  cotton.    This  situation 
along  with  the  restricted  cotton  mill  activity  and  the  high  prices  of  spot 
ALierican  cotton  relative  to  prices  of  futures  contracts  and  relative  to  foreign 
cottons  largely  explains  the  small  imports  of  American  cotton  by  European  coun- 
tries so  far  this  season. 

United  Kingdom 

The  improvement  which  appeared  in  the  British  textile  trade  in  October 
va.s  scarcely  maintained  through  November  and  early  December.    Although  manu- 
factiirers  enjoyed  fairly  good  business  for  the  hone  narket  and  in  goods  required 
ty  the  goverr-ment,  the  er-^.ort  demand  through  most  of  November  and  early  December 
Tfas  greatly  below  average.    Though  some  manufactiorers  made  further  price  conces- 
sions, sales  of  cotton  textiles  are  said  to  have  been  considerably  below  output* 

Weaving  activity,  according  to  unofficial  estimates,  continued  at  about 
oO  to  05  percent  of  nomal,  and  trade  reports  indicate  that  unless  sales  soon 
pick  up  activity  will  be  restricted  still  further.     Spinning  activity  held  at 

1/    Based  largely  on  reports  prepared  by  Agricultural  Commissioner  Arthur  W. 
Palmer,  London,  England,  and  Agricultural  Attache  Lloyd  V.  Steere,  Berlin, 
Germany , 
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alDout  70  percent  of  single  shift  capacity  in  NovenlDer  "but  sales  of  yarn  were 
also  sIot;  vzith  nost  sales  restricted  to  snail  quantities.    DoulDt  o.s  to  the  futee 
of  the  renaining  voluntary  agreenents  for  the  naintenance  of  price  margins  is 
stated  to  "be,  a.  factor  tending  to  retard  yarn  purchases,  and  nuch  of  IToven'ber's 
ne\7  "business  in  yarns  is  said  to  have  "been  hooked  "by  firms  outside  the  agreenenti 
At  one  tine  in  the  nonth,  reports  uere  current  that  Egyptian  yarns  of  CzechOr- 
slovak  nanufacture ,  rendered  surplus  "by  the  dislocation  of  "business  in  that 
country,  were  "being  of f ered 'in  Manchester  at  as  nuch  as  sixpence  a  pound  under 
Lancashire  spinners'  prices.    With  successively  louver  prices  of  the  various 
futures  contracts  naturing  through  the  renaining  nonths  of  this  and  the  early 
nonths  of  next  season,  a  disposition  to  avoid  the  accumulation  of  inventories 
of  raw  cotton  as  \7ell  as  of  cotton  textiles  and,  where  possihle,  to  reduce  the, 
seens  to  "be  general. 

Relative  to  general  demand  conditions,  the  Octoher  index  of  business 
activity  in  the  United  Kingdon  (index  of  the  London  Econonist),  while  9  points 
"below  Octo"ber  1937 >  ^'as  about  2  points  a"bove  the  figures  of  May  and  July.  The 
index  of  enploynent  for  Octoher  showed  no  naterial  change  from  previous  nonths. 
It  is  expected  tha,t  general  "business  activity  and  employment  in  Novenher  were 
"both  v/ell  maintained  conpared  v/ith  Octo"ber, 

In  the  export  field,  yarn  exports  of  11. 5  million  pounds  in  Octo"ber  Tare 
greater  than  in  any  other  month  of  193^  except  March.    They  were  ahout  S  perce:.: 
larger  than  in  Decen"ber  1937  a-^-d.  nearly  37  percent  ahove  those  of  June  though 
more  than  11  percent  "below  the  figure  in  Octoher  1937*    On  the  other  hand,  piece 
goods  exports j  which  account  for  a  consumption  of  raw  cotton  roughly  three  tinei 
that  of  yarn  exoorts,  showed  no  gain  in  Octoher  over  September  and  were  a'bout  2i 
percent  "below  exports  of  September  1937.    The  cheapening  of  the  pound  stcrlir^ 
which  from  the  end  of  June  to  December  20  anoujited  to  roughly  b  percent  nay  havi 
delayed  purchases  of  cotton  textiles  by  foreign  buyers.    But  the  lower  value  c: 
the  pound  sterling,  particularly  if  stabilized,   should  tend  to  stinulate  expori 
The  new  trade  agreenents  which  go  into  effect  on  January  1,  1939 j  ^'^'f  ^-Iso  proTi 
favorable  to  cotton  textile  exports. 

Arrivals  of  American  cotton  so  far  this  season  continued  to  lag  behind 
those  of  last  season,  the  1S7,500  bales  received  to  Hovenber  2h  being  but  33v 
percent  of  imports  to  the  corres"nonding  date  last  year;  while  the  55>000 
bales  at  sea  were  only  26  percent  of  the  quantity  afloat  for  British  "oorts  a 
year  earlier.     Inports  of  cotton  of  all  kinds  for  "the  season  to  November  2k 
were  about  70  percent  as  large  as  those  of  last  season  to  this  tine.  But 
British  port  stocks  of  all  kinds  of  cotton  on  l^Tovember  25  were  reported  at 
l,OgS,^00  bales,  equal,  at  current  rates  of  consumption,  to  possibly  5  nonths' 
requirements,  with  allowance  for  a  minimum  necessary  residue. 

•  France 

In  France  indications  are  that  the  improvement  in  the  demand  for  textil! 
in  October  continued  well  into  November.    Although  the  volume  of  business  nay 
have  been  somewhat  lesB  than  had  been  expected,  it  was  sufficient  to  afford 
somewhat  better  margins  to  spinners.    By  the  middle  of  the  month,  many  spin- 
ners and  manufacturers  had  booked  orders  for  their  entire  "oroduction  throu^ 
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March  of  1939 •    The  situation  '.vas  thought  to  he  further  strengthened  some- 
what "by  the  fact  that  seme  of  the  larger  netropolitan  retail  estahlishnent s 
apparently  have  delayed  "beyond  the  usual  tine  a  part  of  their  seasonal 
T^urchases,  and  h^-  the  prospects  of  a  fairlj''  good  export  trade  in  Decenhor  and 
Januar"  when  "buyers  for  the  colonies  are  usually  nost  active.    French  nanu- 
facturers,  norcover,  "because  of  their  considerahle  takings  of  Egyptian  rau 
cotton,  nost- of  \7hich  enters  at  Marseilles,  are  in  a  position,  under  the 
nev;  proportional  iv.iport  quota  arrangements  to  increase  their  present  small 
share  of  E^^t's  textile  imports  to  ahout  I3  percent  of  the  Egyptian  total. 

In  early  JTovcn'ber,  activity  may  have  "been  stimulated  Gomo\7hat  "by 
the  expectation  of  the  pu"blication  of  the  decree  laws  for  the  pu"blic 
safety  under  the  plenary  powers  granted  the  -overnment  a.t  the  "b.eginning  of 
Octo"ber.     That  those  ncssuros,  whatever  their  suhstance,  would  quite  surely 
have  f ar-reachin-^  effects  "both  upon  costs  of  production  and  upon  purchasing 
power  of  consumers,  seems  to  have  "been  taken  for  granted.    The.  decrees 
effective  NoveD."ber  I5  v/ere  published  Novemher  ih  as  the  first  installment 
of  a  Jt-yeo-T  plan  of  national  reha"bilita.tion. 

Some  slowing  down  of  trading  activity  is  reported  to  have  followed 
the  announcement  of  the  decree  "because  of  the  uncertainties  as  to  its  ef- 
fects.   Later  in  the  month  the  prospective  general  la'bor  strike  was  unfavor- 
able to  new. orders.    An  improvement  in  the  French  cotton  textile  situation 
is  said  to  have  occurred  f  ollowin:^  the  collapse  of  the  general  strike  on 
"ovem"ber  J)0% 

C-ornany 

Late  lTovem"ber  reports  on  the  Gen.ian  cotton  textile  industr;;'  indicate 
that  '.)roducticn  in  "both  the  ST)innirg  and  weaving  "bra.nches  continues  to 
"be  limited  only  "by  the  restricted  supplies  of  raw  material  and  to  some 
extent  "by  shortage  of  .skilled  textile  workers. 

ExDort  der.and  for  German  textiles  a-Q-'Dears  to  have  been  fairly  -.'ell 
maintained  during  the  third  quarter  of .I33S,  notwithstanding  the  crisis 
in  September  and  the  continuing  recession  in  demand  from  the  Far  East 
incident  .to  the  Sino-Japanese  conflict.    Business  in  knit  goods  appears 
to  have  been  particularly  well  rjaintained  up  to  the  end.  of  September* 
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Activity  in  the  German  textile  industry  as  a  v/hole  in  the  past  2  or 
3  months  entered  a  seasonally  more  active  period  which  was  reflected  this 
year  more  than  in  the  past  in  increased  v/orking  time  rather  than  the  employ- 
ment of  more  workers.    The'  textile  indrstry,  like  all  other  Geraan  industries, 
is  confronted  with  an  incres^singly  serious  problem  in  obtaining  not  only  new 
v/orkers,  but  ordinary  replacement  of  v/orkers  leaving  for  one  reason  or  another. 
In  November  m-any  plents  were  said  to  have  been  operating       hours  and  some 
even  more  .hours 'per  v/eek.'  Even  longer  hours  seem  likely  to  be  the  rule  during 
th?  months  ahead.,  provided  the  necessary  raw  material  can  be  obtained. 

S'.vitzerlaiad  . 

Late  November  reports  from  Switzerland  indicate  a  definite  improvement 
in  retail  demand  for  textiles,  perhaps  largely  a  result  of  the  restocking  of 
retail  shelves  after  a  period  of  noticeable  restraint  in  retail  buying  incident 
to  the  autumn  crisis.    A  certain  amount- of  seasonal  improvement  in  export 
demand  for  cotton  goods,  particularly  in  prints,  is  also  reported,  but  Swiss 
cotton  cloth  mills  are  generally  hot  -very  optimistic  about  the  export  outlook. 
An  important  factor  in  this  pessimism  is  the  prospect  of  further  curtailment 
in  the  trade  with  Germany,  as  a  result  of  the  steady  decline  in  Swiss  imports 
from  Germany,  which  will,  sooner  or  later,  bring  .an  automatic  curtailment  of 
German  purchases  under  the  cleai'ing  agreement. 

Sweden  '  . 

A  report  of  November  25  from  Stockholm  carries  information  pointing 
to  the  recent  appreciable  pick-up  in  Swedish  imports  of  nearly  all  classes 
of  textiles  and  textile  materials.    Imports  of  raw  cotton  in  October  totaled 
2,070  tons  (equivalent  to  9>5^7  bales  of  h'(S  pounds)  as  compared  with  1,531 
tons  (equivalent  to  7 ,OGl  bales  of  hfS  pounds)  in  October  of  last  year. 
Increases  ore  also  indicated  in  takings  of  both  yarn  and  piece  goods.  This 
report  interprets  these  figures  as  pointing  to  an  improvement  in  activity  in  tt 
Swedish  textile  industry  as  well  as  some  building  up  of  stocks  in  the  hez-ids 
of  the  textile  distributing  trade.    While  seasonal  factors  are  credited  in  part 
for  this  development,  it  is  also  reliably  indicated  that  it  is  in  part  due  to 
a  rather  general  effort  nov/  being  made  in  Sweden,  with  at  least  Government 
encouragement  if  not  assistance,  to  enhance  supplies  of  various  essential 
products. 

Poland 

A  nev/  barter  agreement  now  exists  between  Poland  and  Iran  (Persia)  b7_ 
the  terms  of  which  Poland  will  purchase  13,000  metric  tons  (59,9?3  bales  of 

pounds)  of  Iranian  cotton.    Formerly  this  contingent  was  talcen  by  the 
Soviet  Union  but  Iran  has  nov/  discontinued  its  agreement  v/ith  the  U.S.S.R. 
Polish  industrial  goods,  iron,  textiles,  etc.,  v/ill  be  taken  by  Iran,  through 
a  clearing  agreement,  in  pajTiio:at  for  cotton  shipments. 

The  Polish  Ministry  of  Industry  and  Commerce  promulgated  an  order  in 
July  obliging  cotton  yarn  spimiing  mills  to  use  an  admixture  of  "kotonine"  2/ 
at  the  rate  of  approximately  200  tons  per  month  (922  bales  of  UyS  pounds) 
beginning  August  1,  1933.     It  is  believed  that  the  quota  for  I939  \7ill  be  in- 
creased to  a  fixed  quantity  as  high  as  UOO  tons  each  month. 

2/  A  new  term,  meaning,  it  is  assumed,  staple  fiber. 
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Czechoslovakia  .  . 

No  clear:  picture  of  the  cotton  situation  in  CzochosXovakijl  has 
been  obtained  for  November  ov/ing  to  the  uncertainties  which  have  prevailed 
through  most  of  the  month  in  the  affairs  of  the  country.  Intei^nally 
the  major  preoccupation  necessarily  has  been  Vk'ith  the  reconLititution  . 
of  the  republic  and  the  restoration  of  normal  economic  activity  in  the 
new  state.    Not  until  after  the  middle  of  the  month  were  the  frontiers 
finally  defined  and  only  at  the  end  of  the  month  was  it  possible  to 
elect  a  president . 

The  procurement  of  rav/  cotton,  however,  has  been  cons:  dercbly 
facilitated  by  tlie  reestablishment  of  traffic  arrangemunts  with  the 
railways  of  adjacent  countries,  and  a  provisional  customs-union  v/ith  the 
Sudotan  areas  has  been  of  meacurcblo  assictance  to  a  continufoice  of 
activity.    Although  export  business  of  cotton  yarn  and  goods  has  been 
unsettled,  a  fairly  satisfactory  home  aorket  trade  in  cotton  goods  has 
been  reported. 

The  ultimate  future  of  the  cotton  industry  is  apparently  not  yet 
determined.    It  appeers  now  xhat  Czechoslovakia  retains  some  of  its 
more  modem  cotton  mills,  ;.jid  that  of  calls  of  the  old  republic  accustomed 
to  use  either  Egyptifua  or  Indian  cottons,  the  greater  pai't-  is  in  the 
ceded  territories.    Thus  notwithstanding  the  loss  of  approximately  one-half 
of  the  spindles  formerly  included  in  the  country's  total,  the  proportion 
of  the  spindles  using  American  or  simi-lor  types  may  not  have  been  reduced 
more  than  about  kc  percent.    The  task  of  finding  the  necessary  dollar 
exchange    v.dth  which  to  purchase  raw  cotton,  however,  is  intisnsified 
by  the  almost  complete  loss  of  the  country '  ^  foxT^Sr  ^.Dsi^ry  industry,  v;hich 
had  been  accustomed  to  do  a  Ifirge  scale  export  businesr;  v/itn  the  United 
St-;tos  and  the  United  Kingdom.    The  solution  of  this  pr:>ticular  problem 
depends  upon  the  success  with  which,  under  the  new  regime it  may  be 
possible  to  stimulate  exports  in  other  lines. 

I^i^  1/ 

.    Reports  indicate  improvement  during  October  in  the  situation  of 
the  Italian  cotton  trade  and  industry,  but  the  general  feeliiig  seemed 
to  be  that  developments  were  not  up  to  expectations  entertained  earlier 
during  the'  year.    Furthermore,  the  situ<".tion  in  November  appecjrs  to 
have  been  considerably  less  f.-ivorable.    Both  domestic  and  foreign  trade 
in  cotton  goods  were  slow  durir^  n:,ost  of  November.     New  regulations, 
it  is  reported,  may  moke  it  easier  for  manufacturers  of  domestic  ■ 
textiles  to  obtain  necessary  supplies  of  raw  cotton  at  lo\.'er  prices  than 
they  formerly  paid,  but  other  regulations  reouire  such  a  mixture  of 
higher  priced  artificial  fibers  as  to  largely  offset  the  reduction  in  the 
price  of  cotton. 

^  Based  in  part  upon  information  received  from  the  American  Consul 
General  at  Milan. 
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stocks  of  cotton  nr-d  textiles  produced  from  high-priced  fibers 
;vlth  v;hich  the  Italian  market  is  reported  to  have  been  overloaded  during 
the  greater  part  of  the  year  appear  to  have  been  reduced  considerably 
during  the  late  summer  and  early  fall.    While  this  is  favorable  to 
increased  replacement  orders,  salesmen  more  recently  faced  the  necessity 
of  forcing  upon  a  reluctant  public  only  textiles  made  of  mixtures  of  raw 
cotton  and  artificial  fibers  and  other  cotton  substitutes.    This  may, 
at  least  in  part,  account  for  the  restricted  sales  of  cotton  goods 
during  November. 

The  hand-to-mouth  buying  of  rav;  cotton  by  Italian  manufacturers 
is  evidence  of  the  uncertainty  which  exists  regarding  the  sales  possi- 
bilities for  Italian  cotton  products  in  the  immediate  future.  October 
and  November  deliveries  on  all  contracts  for  raw  cotton  are  reported  as 
having  been  made  at  a  slightly  lower  rate  than  during  the  earlier  months 
of  the  year.    The  rate  of  importation  of  raw  cotton  was  believed  to  be 
sufficient  for  the  present  rate  of  production,  although  stocks  are 
reported  ao  having  declined  somewhat  in  recent  months.    Dealers  appear 
to  expect  no  material  improvement  in  imports  during  the  next  few  months 
in  the  absence  of  a  substantial  change  in  the  outlook  for  the  sale  of 
cotton  goods  both  at  home  and  abroad. 

Foreign  markets  for  Italian  cotton  goods  have  declined  and  some 
of  thcQ  which  have  recently  absorbed  large  quantities  of  Italian  goods 
appeared  unlikely  to  improve.    It  is  difficult  to  see  -where  other  markets 
are  to  be  found  to  replace  these  although  some  gains  are  reported  to  a 
few  areas. 

New  regulations  have  recently  been  issued  concerning  the  distri- 
bution of  foreign  exchange  to  Italian  exporters  of  cotton  goods.  They 
provide  that  the  Cotton  Institute  (institute  Cotoniero)  of  Milan  shall 
have  authority  to  distribute  75  percent  of  the  total  amount  of  foreign 
exchange  received  from  the  sn,le  abroad  of  Italian  cotton  goods,  as 
has  been  done  during  the  past  year  and  more;  but  the  amounts  which  the 
exporters  of  these  goods  v/ill  be  given  by  the  Foreign  Exchange  Institute 
will  vary  according  to  the  val.ue  of  the  rav/  cotton  contained  in  the  goods 
exported.     Prior  to  this,  exporters  were  given  the  full  75  percent  of  the 
value  of  the  exported  goods,  irrespective  of  the  value  of  the  cotton 
contained  therein.    But  hereafter  the  amount  which  thej^  will  receive 
v/ill  depend  upon  the  value  of  the  raw  cotton  contained  in  the  exported 
goods.    For  example,  under  the  new  regulations  exporters  of  low  grade 
cotton  yams,  in  which  raw  cotton  represents  a  large  percentage  of 
the  value  of  the  yarns  v/ill  receive  a  larger  percentage  of  the  sales' 
prices  of  the    yarns  in  foreign  exchange  than  will  exporters  of  fine, 
high-priced  yams.    However,  the  difference  between    the  total  receipts 
in    foreign  exchange  from  the  sale  of  exported  cotton  goods  controlled 
by  the  Cotton  Institute  and  that  portion  thereof  which  is  actually 
distributed  to  the  exporters  will  be  distributed  periodically  to  all 
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Italian  ii;anuf i:i,cturex's  of  cotton  poods  v/hat-har  for  doacostic  or  foreign 
trade.    The  distribution  of  this  "difference"  '.vill  be  in  accordai'^.ce 
with  the  size  of  business  or  nuaber  of  spindles  in  the  factories, 
or  upon  some  similar  basis.    Lurin/3  tho'  p{i,st  ye,-ir  no  provision  haa 
been  nade  vhereb'/  mmuf acturors  of  cotton  goods  colcly  for  the 
domestic  trade  could  legally  obtain  foreign  erch^iJigo  with  which  to 
inport  raw  cotton. 

Portugal 

According  to  edvicep  received  in  London,  tJi  embargo  has  been 
pla.ced  upon  the  iDportation  of  raw  cocton  except  that  origino.ting  in 
the  Portuguese  colonies,  v/here  prodr.ction  this  year  is  expected  to  be 
some  20,000  aetric  tons,  equal  to  a  little  aore  than  90,000  Anarican 
bales.     Total  consunption  of  cotxon  of  ell  kind;:!  in  Portugal  in  actual 
bales,  regardless  of  weight,  is  reported  by  the  International  Cotton 
Federation  for  the  years  ended  July  3I,  to  be  SS,"000  bales  in  1938, 
SU,000  in  1937,  or.d  76,000  in  I936.    Soce  part  of  the  increase  of  con- 
suaption  in  the  2  years  nay  bo  attributed  to  increased  yarn  exports 
to  those  areas  of  Spai?i  cut  off  by  civil  strlf o  f ron  the  nills  of 
Catalonia.    The  Govornnent  is  reported  to  have  gi'.aranteed  grov/ers  fixed 
prices  above  the  world  levels,  OJid  it  is  intended  by  the  restriction 
of  conpetitive  inports  to  acconplish,  insofar  as  possible,  the  consumption 
of  the  colonial  production  in  Portucuese  nills. 

U.  S.  S.  R. 

A  further  increase  in  the  cotton  aill  equipment  of  the  U.  S.  S.  R. 
has  been  announced  by  the  trade  delegation  of  thrt  country  in  the  United 
Kingdom.    Plat^.s  call  for  the  installation  of  nev/  spindles  to  the 
nuDbcr  of  50U-,000  in  the  current  year,  as  coaparod  vdth  90,000  in  1937- 
The  nudber.  of  spindles  in  Russia  on  July  3I,  193c,  v/as  estimated  by 
the  International  Cotton  Federation  at  10,050,000,  find  the  increase, 
when  acconplished,  v/ould  give  the  country  a  total  slightly  in  excess 
of  the.  Geraon  total  before,  the  Austrian  auschluss.     It  is  plarjied  to 
develop  further  the  textile  industry  in  the  Ukraine,  one  of  the  new 
cotton  regions,  where  cotton  production  is  reported  to  have  increased 
fron  9,300  tons  (roughly  equivalent  to  ^3,000  AD^rican  bales)  a  cod- 
parativoly  few  years  ago  to  sone  30,000  tons  ( eriXjal  to  about  138,000 
boles)  in  1937. 
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ORIEIJT ;    hj    Cotton  consunption  exceptionally  high  in  India, 
unusually  lov/  in_  China  and  Japan 

Mill  consumption  of  IndioJi  cotton  in  India  during  November  is 
tentatively  estimated  at  192»000  bales  of  approximately  li.78  pounds,  accord- 
ing to  the  Nev;  York  Cotton  Exchange  Service.    This  is  about  3  percent 
larger  than  a  year  earlier  and  the  largest  for  the  month  of  Ijovember  in 
history.     It  was,  ho-vever,  smaller  than  either  of  the  3  preceding  months 
and  11  percent  smeller  than  the  record  high  reached  in  'August.     The  estimated 
820,000  equivalent  bales  of  478  pounds  consumed  during  the  first  \\  months 
of  the  current  season  v/as  about  8  percent  larger  than  in  the  corresponding 
period  last  season  and  much  larger  than  in  any  other  like  period.  It  seems 
quite  likely  that  mill  consumption  in  India  during  the  remainder  of  the  sea- 
son ;vill  not  continue  as  much  above  a  year  earlier  3.s  during  the  first  4 
months  of  the  season.     But  if  consumption  continues  at  the  November  rate  or 
even  at  a  considerably  lower  rate,  the  total  for  the  year  ending  July  31 j 
1939 »  will  exceed  last  season's  record  mill  consumption  of  all  cotton  v/hich 
is  estimated  at  2,867,000  bales. 

The  limited  information  available  indicates  that  in  November  cotton 
consumption  by  Japanese  mills  continued  at  a  rate  about  the  same  as  in  the 
first  3  months  of  the  season.     If  so,  mill  consumption  in  November  was 
at  least  onc-tliird  loss  than  in  November  last  yca.r  or  the  year  before  and 
the  smallest  for  the  month  for  several  years.    I^or  the  4  months  ended  Novem- 
ber, consumption  by  Japanese  mills  appears  to  have  totaled  a  little  less 
than  two-thirds  as  largu  a'S  the  record  high  consumption  during  these  months 
last  season.    V/hilo  con£;vmption  declined  considerably  during  the  last  part 
of  last  season,  a  continuation  of  the  rate  of  consumption  existing  so  far 
this  season  v/ould  result  in  a  total  for  the  year  ending  July  1939  at  least 
one-fourth  less  than  the  3,881,000  bales  ( -pproxim.ately  478  pounds)  consumed 
by  mills  in  Japan  last  season, 

\Yith  some  decline  in  raw  cotton,  prices  at  Shanghai  in  November, 
yarn  prices  continued  unusually  high  relative  to  raw  cotton,  giving  manu 
facturers  a  good  margin  of  profit.     Consequently,  more  malls  were  opening 
or  preparing  to  open  and  mill  consumption  showed  some  increase  over  the  months 
immediately  preceding.     For  November,  mill  consumption  in  China,  including 
Manchuria,  is  estimated  at  about_  145,,0  0  0  bales,  equivalent  bales  of  475 
pounds  net,  compared  with  135,000  to  140,000  bales  in  the  preceding  months 
of  the  current  season.    As  compared  with  the  unusually  low  rate  of-  mill 
activity  a  year  earlier,  Chinese  cotton  miill  activity  has  shovm  a  marked 
increase  so  for  this  season.    The  annual  rate  of  mill  consumption  in  the 
first  4  months  of  the  season  probably  averaged  two  to  three  times  as  high 
as  from  August  to  November  last  season  when  mill  consumption  was  at  an 
exceptionally  low  level.    Because  of  the  increased  rate  of  consumption  dur- 
ing the  last  part  of  last  season,  the  present  annual  rate  of  consumption 

hj  Based  larg'eiy"~upon"~a  radiogram  from  the  Bureau's  Shanghai  office, 
including  information  furnished  that  office  by  American  Consul  Mc  Conaughy 
at  Osaka,  Japan, 
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is  perhaps  less  than  two-fifths  greater  than  the  estimated  acti;al,  total 
mill  consuraption  in  1937-38  of  1,230,000  ■bales.     The  November  annual  rate 
of  consumption  was  perhaps  at  least  1  million  bales  less  than  the  ,estiraated 
actual  consua.ption  in  193^-37  and  the  smallest  with  the  exception  of 

1937-  38  in  more  than  a  decade.  It  is  not  unlikely  that  the  rate  of  mill 
consumption  v/ill  increase  still  further  in  the  months  immediately  ahead, 
but  not  by  the  same  extent  as  during  the  corresponding  period  last  season, 

SUPPLY,  PRODUCTION,  AIJD  ACRSAG3 

SUPPLY  OF  COI;ir;.ERGlAL.  COTTON :     Indicated  world  supply  still 
record  high 

The  comparatively  small  reduction  in  the  December  estimate  of  the 
United  States  crop,  together  with  a  slightly  (1-1/2  percent)  dovmward  revi- 
sion in  the  estimated  reduction  of  commercial  production  in  foreign  countries, 
has  reduced  the  estimated  1938-39  world  supply  of  comiuercial  cotton  400,000 
bales  or  a  little  less  than  1  percent  during  the  past  month.     The  total 
world  .  supply''  of  conmiercial  cotton,  recently  estimated  by  the  Nev/  York  Cotton 
Exchange  Service  at  5Q»4o2,000  bales,  is  still  larger  than  in  any  previous 
season.    7;'hile  it  is  only  100,000  bales  larger  than  that  of  1937-38,  it  is 
one-fourth  larger  than  the  average  for  tiie  preceding  10.  years. 

The  present  estimate  of  the  vrarld  supply  of  American  cotton  for  the 

1938-  39  season  is  25»5O2,OO0  running  bales.     This  compares  with  an  estimated 
supply  of  24$647jOOC  bales  last  season  and  the  lO-year  average  of  21, 5^0, 000 
bales.     The  current  season's  supply  is  the  result  of  a  comparatively  small 
domestic  crop  and  a  carry-over  of  American  cotton  at  the  beginning  of  the 
season  considelrably  larger  -than  in  any  previous  season. 

The  recent  downward  revision  in  the  estimated  commercial  production 
of  foreign  cotton  gives  an  indicated  '.vorl-d  supply  of  such  cotton  somewhat 
smaller  than  i'n  either  of  the  two  preceding  seasons.    The  present  estimate 
of  24,960,000  bales,  however,   is  36  percent  larger  than  the  lo-year  1927-28  - 
1936-37  average,    Porcign  production  of  commercial  cotton  is  now  estimated 
as  considerably  smaller  than  that  of  cither  of  the  tv;o  preceding  seasons, 
but  the  third  largest  in  hi-story,  and  more  than  one-fourth  larger  than  the 
lO-ycar  average.    This  year  is  the  first  year  since  1931  that  foreign  pro- 
duction of  co.iiicrcial  cotton  has  shown  a.ny  appreciable  decline, 

' COTTON  ACREAGE ;     1938-39  wo rl d  and  foreign  acreage  reduced 

Now  that  the  Indian  Government's  estimate  of  acreage  planted  to 
cotton  in  India  up  to  December  1  (v;hich  on  the  average  constitutes  more 
than  90  percent  of  the  total  Indian  cotton  acreage)  has  been  received,  a 
preliminary  estimate  of  the  1938-39  foreign  and  world  cotton  acreage  is  now 
being  released.     The  total  world  acreage  is  placed  at  approxir^at ely 
75i500,000  acres  compared  with  93,400,000  acres  in  the  1,937-38  season.  The 
present  estimate  for  the  current  season  is  the  smallest,  world  estimate 
since  1934-35,  although  only  slightly  smaller  thcji  that  ^of  1935-3'^-  About 
half  of  the  decline  of  17,900,000  acres  in  the  world  total  is  accounted 
for  by  a  reduction  in  the  United  States  of  8,650,000  acres,  the  present 
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estimat e. of  the  1933-39  acreas©  in  foreign  countries  is  approximately 
50,100,000  acres.    This  is  L6  percent  smaller  than  the  record  acreage  of 
last  season,  nov/  estimated'  at  55,400,000'  acres,  aiid  the  smallest  in  4 
years. 

Much  of  the  decline  in  the  1933-39  acreage  out.side  the  United  Statej 
as  compared  with  the  preceding  season  is  accounted  for  to  a  considerable 
extent  by  the  marked  reduction  in  China,  However,  the  estimated  acreage 
in  foreign  countries,  excluding  China  and  Russia,  shows  a  decline  of  about 
5-1/2  million  acres,  or  12  percent. 


These  estimates  together  v/ith  revised  estimates  for  earlier  y^ 
back  to  1920-21  are  included  in  the  following  table. 
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Cotton:  Acreage  in  specified  areas,  1920-21  to  193S-39 


Crop 
year 


1920 
1921. 
1922. 
1923- 
1924- 
1925' 
1926. 

1927' 
1928. 
1929- 
1930 
1931' 
1932 
1933 
1934' 
1935 
1936 
1937 
1938 


-21 


-22 
-23 
-24 
-25 
-26 
-27 
-23 
-29 
-30 
-31 
-32 
-33 
-34 
-35 
-36 
-37 

-38  1/ 

-39  y 


United 
States 


1,0c  0 

acre  s 

34,40s 
23,678 
31,361 

39,501 
44,386, 
44,608 
33,342 
42.434 
43,232 

42,444 
33,704 
35,891 
29,333 
26,366 
27,640 
30,020 
34,001 
25,346 


_    Foreign  c_qunt_ri_es 
Total  excluding 

China  and        :  Total 
Russia  : 


1,000 

acres 

26,274 
23,192 
27,361 
30,348 
34,914 
36,350 
32,311 
^1,777 
35,115 
34.596 
33,027 
32.497 
30,470 
34,926 
■  36,769 
40,743 
41,412 
44,936 
39,456 


1,000 

acres 

32,092 
29,322 

36,300 
41,199 
43,314 
39,942 
39,758 
42,366 
43,168 
ii3,oo6 
43,396 
.609 
46,717 
48.634 
51,320 
54,882 
59,399 
50,144 
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 V/orld 

Total  excluding 
•    China  and  : 
Russia  : 


1,000 

acres 

6c,6S2 
51, 370 
59,222 
65,898 
74,415 
51 , 236 
77,419 
70,119 
77,549 
77,328 
75,471 
71,201 
66,361 
64.309 
63,635 
68,383 
71,440 
73,937 
64,802 


Total 

1,000 
acro£ 

66,500^ 

58,oocW 

64,900 
71,850 
80,700 
37,700 
84,550 
73,100 
85,300 
86 , 400 
85,450 

82,100 
70,500 
76,100 
75,500 
79.460 
84,910 
93,400 
75,490 


Un i t'eT'stat'e s  'ac're ag e s  compiled  from  reports  of  the  Crop  Reporting  Board, 
others  estimated  very  largely  from  data  compiled  from  official  publica- 
,  ■    tions  of  foreign  Govcmrachts  and  from  the  International 'Inst  itutc  of 

Agricultiurc, 
1/  Preliminary, 


